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REPORT OF THE DIRECTORS 


To the Shareholders of Canadian Refractories Limited: 


The Board of Directors submits the report of your Company for the ten months ended October 31, 
1967, together with the consolidated financial statements covering that period and the report of your 
auditors. 

On October 26, 1967, Harbison-Walker Refractories Company was merged into Dresser Industries, 
Inc. of Dallas, Texas. Your Company’s year-end has been changed to October 31 to coincide with that of 
the new parent, Dresser Industries, Inc. and the present report covers the ten months to October 31, 1967. 

Sales and services revenue achieved a new record. Consolidated net earnings for the ten months 
amounted to $1,178,988 or $1.18 per share compared with $1,236,332 or $1.24 per share for the com- 
parative period. Depreciation, depletion and amortization amounted to $807,107 while additions to fixed 
assets of $413,035 were down substantially from the previous period. Modest capital expenditures are 
planned for 1968 and are primarily to improve operating efficiency of the factories. 

In many industrialized nations the refractories industries experienced adversity due to rising costs 
and surplus manufacturing capacity; your Company performed much better than the average. Prices of 
refractories remained relatively steady throughout the year. Competition among the suppliers of refrac- 
tories within Canada has not lessened and is expected to intensify. 

We are pleased to report a substantial cost reduction in ore mined at Kilmar, Quebec, resulting 
from the new equipment placed underground in 1966. In any mining enterprise, adequate ore reserves are 
essential. Late in 1965 the decision was made to take advantage of modern deep diamond drilling techni- 
ques to explore the ore deposit at greater depths than previously. This exploration is now complete; addi- 
tional ore reserves representing over 20 years’ supply with substantial improvement in grade are indicated. 

A year ago your Marelan, Quebec, plant began producing “‘direct bonded’’ magnesite-chrome 
brick (CRL Nucon), primarily for the Canadian steel trade. This brand is now firmly established and 
increasing quantities are produced in the new tunnel kiln. 

Export business has remained excellent, with notably large shipments to South American copper 
producers and to South African steel mills. 

A modern direct cost system which was initiated in January 1967 at your Quebec plants has proved 
to be a valuable asset. 

The refractory masonry construction and gunning operations conducted by Canadian Refractories 
Construction Limited across Canada were maintained at high volume throughout the year except for 
delays in southern Ontario due to protracted strikes in the building trades. These same strikes in turn 
lessened the demand for structural steel and thus the demand for your refractories. 

Clayburn-Harbison Ltd. operated the Abbotsford, British Columbia refractories and face brick 
plant at high capacity throughout the year, although the expected improvement in home building did not 
materialize due to tight money conditions; sewer pipe sales which dropped in 1966 continued to be 
depressed. 

During the period under review, your Company’s interest in Wedco (Canada) Limited was in- 
creased to 100% by the purchase of the 50% equity held by Wedco, Inc. of New Jersey. Both Wedco and 
Sesame Machines & Tapes Limited have experienced development and marketing problems but steps 
have been taken to improve the situation. 

Brigadier J. Guy Gauvreau, President and General Manager of Place Bonaventure, was elected 
to the Board following the resignation of Mr. T. F. Rahilly after 15 years of service. 

Indications point to a somewhat reduced industrial activity in Canada during the first half of 1968. 

Your Directors wish to express their appreciation to all officers and employees of the organization 
who contributed to the successful results of the Company. 


On behalf of the Board of Di 
Montreal, Canada, January 22nd, 1968. Pe aaa ene rgec AC OP ECONO ES 


JAMES W. CRAIG — President 


CANADIAN REFRACTORIES LIMITED 


AND SUBSIDIARIES 


CONSOLIDATED FINANCIAL POSITION 


as at October 31, 


WORKING FUNDS 


Current assets: 
Cash and time deposits 
Short-term notes : 
Marketable securities—at cost (quoted value $64 768) 
Accounts receivable F : 
Contracts in progress—at cost less progress billings 
Inventories (note 2) er Se eee 
Prepaid expenses 


Current liabilities: 
Bank loans of subsidiaries 
Accounts payable and accrued liabilities 
Amount due to parent company 
Income taxes on 


Working funds 
FIXED ASSETS 
Buildings, machinery and equipment—at cost 
Accumulated depreciation : 


Land, mineral deposits and timber—at cost less 
accumulated depletion of $308,422 (1966—$304,691) . 


OTHER ASSETS 
Accounts receivable due after one year 
Special refundable income tax 
Patents—at cost : 
Investment in shares of : an affiliate—at cost . 
Deferred charges 


Amortized price less equity ; ina 1 subsidiary at date of acquisition : 


Total working funds, fixed assets and other assets . 
DEFERRED INCOME TAXES . 

Net assets in which shareholders’ ceatieed is frested’ 
LESS: MINORITY SHAREHOLDERS’ INTEREST 

IN SUBSIDIARIES : 


COMPANY SHAREHOLDERS’ EQUITY 


REPRESENTED BY 
Capital stock: 
Authorized— 


1,400,000 common shares without nominal or par value 


Issued and fully paid— 
1,000,000 shares 
Income retained in the business 


Signed on Behalf of the Board 


JAMES W. CRAIG, Director 


J. M. BREEN, Director 


Le Eis 
$ 1,505,235 $ 76,982 

299 939 = 
ee 63,591 
3,962,842 4,472,457 
156, 156 305,761 
5,196,428 5,277,047 
119,712 97,041 
11,240,312 10,292,879 
76,500 267,000 
1,274,539 1,219,429 
133,039 231,778 
525,045 504,089 
2,009,123 2,222,296 
9,231,189 8,070,583 
21,851,668 21,138,450 
16,839,683 15,823,428 
5,011,985 5,315,022 
442,178 443,815 
5,454,163 5,758,837 
83,900 106,099 
137,381 77,790 
74,035 73,586 
— 40,000 
12,619 15,245 
104,394 131,712 
412,329 444,432 
15,097,681 14,273,852 
849 , 936 641,659 
14,247,745 13,632,193 
1,069,692 1,053,507 
$13,178,053 $12,578, 686 
$ 5,950,000 $ 5,950,000 
7,228,053 6,628,686 
$13,178,053 $12,578,686 


CANADIAN REFRACTORIES LIMITED 
AND SUBSIDIARIES 


CONSOLIDATED CURRENT AND RETAINED INCOME 


for the ten months ended October 31, 1967 1966 
GROSS REVENUE 
Sales, contracts and: sundry mCOnic. =. mssennns key $21,730,696 $20,157,060 
Income trommuinvestinents= a utme an pee ee oe 23,704 24,765 
21,754,400 20,181,825 
COSTS 
Cost of products and services sold and general and administrative 
Expenses except fOr iiemis DelOW a.) a ee 18 , 447 , 437 16,496,405 
Depreciation, depletion and amortization . . re oe 807 , 107 908 ,979 
Remuneration of directors some of whom are oiicere ae ta ert VHS 75,975 
Minority interest in current income of subsidiaries. . . . . (PPAR 555428 
Provision for income taxes 2. MS SS es Sn eee ge ee 1,235,820 1,408 , 406 
20,575,412 18,945,493 
NET INCOME FOR) THE: PERIOD 950 ant eee 1,178,988 1,236,332 
Dividends at 60¢ per share he ee ee ee ee 600 , 000 600,000 
INCOME RETAINED IN THE BUSINESS ...... . 578 , 988 636, 332 
Balance—bepinning of period s:0.7.)) e-em) fe: ee 6,649,065 5,992,354 


Balance—end of period Poe.) ee ee $ 7,228,053 $ 6,628,686 


CANADIAN REFRACTORIES LIMITED 


AND SUBSIDIARIES 


CONSOLIDATED SOURCE AND USE OF WORKING FUNDS 


for the ten months ended October 31, 
SOURCE 


Operations: 

Net income for the period : 
Non-cash costs charged against current income— 
Depreciation, depletion and amortization 

Income taxes deferred 
Organization expenses and patents ae ai 
Minority interest in current income of subsidiaries 


Decrease in accounts receivable due after one year 


Minority interest in shares of a a acquired 
during the period 


Working capital of a eubsidiacy Required: qunne ine peiod 
Net cost of fixed assets sold Se 


USE 


Fixed assets and patents added or replaced . 2 

Acquisition of balance of shares of a ieee previously a fifty 
per cent owned affiliate ; 

Reduction in minority interest due to ane. pecan i podidoral 
shares of a subsidiary . 

Special refundable income tax 

Dividends 


WORKING FUNDS 


Net increase during the period 
Beginning of period 
End of period 


1967 1966 
$ 1,178,988 $ 1,236,332 
807,107 908,979 
145, 367 277,690 
1,592 = 
7,273 55,728 
2,140,327 2,478,729 
37,694 2,630 
= 49,084 
2,934 — 
21,869 883 
2,202,824 2,531,326 
413,035 «1,383, 821 
42,886 = 
= 205, 662 
29,871 77,790 
600,000 600,000 
1,085,792 2,267,273 
1,117,032 264,053 
8,114,157 7,806,530 
$ 9,231,189 $ 8,070,583 


CANADIAN REFRACTORIES LIMITED 
AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
for the ten months ended October 31, 1967 


1. CHANGE IN YEAR-ENDS 


In 1967 the parent company and its subsidiaries changed their year-ends from December 31 to 
October 31. 


2. INVENTORIES 


During the period the basis of valuation of inventories of the parent company was changed from 
average cost to direct standard cost. As a result, consolidated net income for the period ended 
October 31, 1967 was lower by approximately $50,000 than it would have been under the previous 
valuation basis. 


Inventories of the parent company and its subsidiaries are valued at cost (principally average or 
standard) which is below net realizable value and are classified as follows: 


1967 1966 
Finished products 3 > 0) oe ne oe ee $ 1,754,381 $ 1,867,083 
In-process' products 9); =. pane 624 , 056 380,939 
Raw materials and supplics;. m2) oars etme eee es 2,817,991 3,029,025 


$ 5,196,428 $ 5,277,047 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated statement of financial position of Canadian Refractories 
Limited and its subsidiaries as at October 31, 1967 and the consolidated statements of current and retained 
income and of source and use of working funds for the ten months then ended. Our examination included 
a general review of the accounting procedures and such tests of the accounting records and other supporting 
evidence as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the 
companies as at October 31, 1967 and the results of their operations and the source and use of their 
funds for the period then ended, in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding period except for the change in the basis of valuation of 
inventories referred to in note 2 with which we concur. 


McDONALD, CURRIE & Co. 


Montreal, January 4, 1968 Chartered Accountants 
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